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2FEDERAL DEPOSIT INSURANCE CORPORATION
"Whether some banks should be considered 'too-big-to fail.' and whether the deposit
insurance funds should be merged, are threshold issues that must be addressed in
developing a deposit insurance system for the 90's." FDIC Chairman L. William 
Seidman said in a 11/14/88 speech to The Garn Institute of Finance. According to 
Mr. Seidman, a critical issue in addressing the failure of major banking 
operations is whether to continue the policy of rescuing banks that are considered 
too big to be allowed to default on obligations to depositors and bank creditors. 
Mr. Seidman noted that FDIC assistance has recently been limited to failing banks 
and not extended to bank holding companies or holding company creditors, and 
acknowledged the necessity of making a clear distinction between banks and bank 
holding companies as separate legal entities. Several factors which should be 
considered before extending FDIC assistance to bank holding companies include 
institutional size, uninsured and exposed liabilities and the impact a particular 
bank's failure would have on the stability of the financial system. Although the 
FDIC does not support a merger of deposit insurance funds, Mr. Seidman suggested 
the following guidelines, which should be followed if Congress determines that a 
merger of funds is necessary: 1) All insured institutions should be regulated 
according to common standards; 2) If a separate thrift industry is preserved, it 
should be insured by a separate insurance fund within the merged institution; 3) 
Any new deposit insurance agency should be financially independent, with no 
government subsidies; 4) The insurance agency should be independent of chartering 
authorities and have the ability to determine, in all appropriate cases, which 
applicants should be denied deposit insurance; 5) Banks should not be asked to pay 
for resolving the savings and loan industry's problem cases; and 6) The governing 
board of the insurance agency should be chosen in the same manner, and operate 
under the same rules, as the FDIC Board of Directors. For further information or 
a copy of the speech, contact the FDIC at 202/898-6996.
HEALTH AND HUMAN SERVICES, DEPARTMENT OF
Applicants for the position of Director, Division of Financial Management are being
sought by the Office of Director, National Institutes of Health. The incumbent 
for this position will serve as the principal advisor to the Director, NIH, on all 
policy issues and problems concerning financial management. The incumbent will 
assume the following duties and responsibilities: 1) Advise the Director, NIH, 
and staff and provide leadership and direction to the NIH Bureaus, Institutes and 
Divisions for all phases of the budget process and accounting activities; 2) 
Collaborate with the Office of Science Policy and Legislation in the development 
and implementation of long-range plans; 3) Develop policies and instructions for 
budget preparations and presentations; 4) Administer allocation of funds and 
manage a system of fund and budgetary controls; 5) Provide an NIH manpower 
resource control system designed to allocate resources; 6) Provide through 
development and maintenance an NIH Management Account structure; 7) Direct 
planning and implementation of NIH fiscal systems and procedures and provide 
accounting services to all NIH components; and 8) Participate in the development 
of policies and procedures pertaining to grants and contracts. Candidates must 
meet the educational requirements for Financial Manager, GS-505, or have an 
equivalent combination of experience and training. Candidates should also have 
experience in financial management, administrative, supervisory, managerial, 
professional, or technical work. Candidates must have experience that 
demonstrates competence to assume responsibility for a complex financial 
management program and competence to assume leadership responsibilities in various
3areas, which include: 1) Devising and implementing a comprehensive program of 
financial management in a complex environment with multiple appropriations; 2) 
Assuring that key national and agency goals, priorities and values are considered 
in making program and budgetary decisions; 3) Allocating the fiscal and material 
resources necessary to implement and support such goals; and 4) Developing policy 
and directing and guiding programs and projects, including establishing long-term 
and short-term goals and priorities, and the structure and processes necessary to 
implement them. Applicants must provide detailed evidence of possessing the 
required experience, knowledge, skill, ability, and other personal 
characteristics, and they must identify how and when they were used. Interested 
candidates must submit a completed application for Federal Service (Form SF-171, 
which is available from all Federal Job Information Centers or Personnel Offices) 
to: Mr. Carl J. Green, Personnel Management Specialist, National Institutes of 
Health, 9000 Rockville Pike, Building 31, Room 1C-23, Bethesda, MD 20892. All 
applications must be received no later than 12/1/88. For further information, 
contact Mr. Green at 301/496-6521.
INTERSTATE COMMERCE COMMISSION
New reporting requirements for Class I railroads to accommodate revenue adequacy
standard changes adopted in Ex Parte No. 393, "Standards for Railroad Revenue 
Adequacy," have been adopted in a final rule issued by the ICC (see the 11/18/88 
Fed. Reg.. pp. 46619-21). Additionally, the ICC has adopted the Railroad 
Accounting Principles Board's (RAPB) Entity Principle. The intended effect of the 
changes, the ICC said, "is to improve our determination of revenue adequacy." The 
final rule calculates Return on Investment (ROI) for revenue adequacy on a 
consolidated basis using the RAPB's definition of entity, adopts a methodology for 
adding interest income on the working capital allowance to net railway operating 
income (NROI) and adopts a methodology for excluding income taxes on nonoperating 
income. The ICC said the changes are accomplished by adding a new schedule to 
railroad Annual Report Form R-1 . The ICC also said new recordkeeping requirements 
are set forth for affiliated companies to support and document the ROI 
methodology. The revised reporting requirement is effective for the 1988 
reporting year and is due 30 days after the 3/31/89 R-1 deadline. For further 
information after reading the final rule, contact Brian A. Holmes at the ICC at 
202/275-7510.
The calculation of opportunity cost in abandonment proceedings and return on
investment i n  subsidy proceedings is the subject of a technical revision issued as 
a final rule by the ICC (see the 11/14/88 Fed. Reg., pp. 45765-66). Specifically, 
the revised rule would recognize income tax liabilities, if any, in the 
determination of the investment base used to compute opportunity cost and return 
on investment. The effective date is 12/14/88. For further information after 
reading the rule, contact Ward L. Ginn, Jr. at the ICC at 202/275-7489.
In a related action, the ICC adopted a technical revision governing the 
computation of reasonably expected costs in connection with light density line 
surcharges (see the 11/16/88 Fed. Reg ., pp. 46087-88). Specifically, the revision 
would recognize income tax liabilities, if any, in the determination of the 
investment base used to compute the return on investment component of reasonably 
expected costs. The effective date is 12/16/88. For further information after 
reading the notice, contact Mr. Ginn at the above telephone number.
4SECURITIES AND EXCHANGE COMMISSION
The application of Rules 3-05 and 1-02(V) of Regulation S-X in determining the
financial statements of businesses acquired or to be acquired which are required
to be included in registration statements for certain initial public offerings, is
the subject of SEC Staff Accounting Bulletin (SAB) No. 80 which was released 
recently. Under Rule 3-05, financial statements must be provided for one, two or 
three years, depending on the relative significance of the acquired entity as 
determined by the application of Rule 1-02(V) of Regulation S-X. However, the 
staff has realized that these tests literally applied in some initial public 
offerings may require financial statements for an acquired entity which may not be 
significant to the evaluation by investors because the registrant has had 
substantial growth in assets and earnings in recent years. Therefore, the staff 
has indicated that the application of the 10%, 20% and 40% tests or the "combined 
significance" tests may be measured against the combined entities, including those 
to be acquired, that comprise the registrant at the time the registration 
statement is filed rather than its size at the time the acquisition was made. SAB 
No. 80 is expected to be published soon in the Federal Register. For further 
information after reading the bulletin, contact Teresa Iannaconi at the SEC at 
202/272-2130 or Robert Bayless at 202/272-2553.
A policy statement on Regulation of International Securities Markets has been
released by the SEC (see the 11/21/88 Fed. Reg., pp. 46963-66). Areas of 
regulatory concern presented by the continued internationalization of the 
securities markets are identified by the SEC in the policy statement, which also 
"sets forth principles and goals which the Commission considers to be central to 
achieving a truly global market system." A sound disclosure system, based on 
mutually agreeable accounting principles, auditing standards and auditing 
independence standards, is one factor the SEC identifies as necessary for an 
effective regulatory structure. According to the SEC, "Mutually acceptable 
international accounting standards are a critical goal because they will reduce 
the unnecessary regulatory burdens resulting from current disparities between the 
various national accounting standards." Accordingly, the SEC encourages 
securities regulators and members of the accounting profession to "continue 
efforts to revise and adjust international accounting standards with the aim of 
increasing comparability and reducing costs." The SEC also identifies differences 
in auditing standards and auditor independence as "an obstacle to achieving a 
mutually acceptable worldwide disclosure regime." In this respect, the SEC 
encourages establishing mutually agreeable auditing and auditor independence 
standards as an important long-term goal in establishing an effective disclosure 
structure. Comments on the policy statement are due by 1/23/89. For further 
information on accounting and auditing issues after reading the statement, contact 
Ed Coulson at the SEC at 202/272-2050.
SMALL BUSINESS ADMINISTRATION
Application proposals under its Women's Business Ownership program to provide
management and technical assistance services to eligible Women's Owned and
Operated small business concerns/individuals are being accepted by the SBA (see
the 11/18/88 Fed. Reg., p. 46733). The intent of this program is to provide 
financial, management, and marketing assistance to women or women-owned 
enterprises through the use of professional entities with proven methods of 
providing competent assistance. Entities will be selected through a competitive
5process emphasizing their prior experience, methodology, and success. Projects 
are to start in FY 89. This announcement is open to private for-profit or non­
profit organizations. This announcement is not open to states and local 
governments, nor to colleges, universities and other institutions of higher 
education. Applicants must submit their application/proposal on or before 
12/23/88 at 3:00 p.m. Applications will be sent upon written request to the U.S. 
Small Business Administration, Office of Procurement and Grants Management, 1441 L 
St., N.W., Room 221, Washington, D.C. 20416.
TREASURY, DEPARTMENT OF
The agenda of the last meeting of the 1988 Commissioner's Advisory Group, scheduled
for 12/7-8/88. has been announced by the IRS (see the 11/18/88 Fed. Reg., p. 
46740). Topics on the 12/7/88 agenda are as follows: Tax System Redesign (TSR) 
Initiatives/State Coordination; Information Reporting; Penalties; Relationships 
with Practitioners. Topics on the 12/8/88 agenda are as follows: Regulations 
Process and General Discussion. The meetings are scheduled to begin at 8:00 a.m. 
each day in Room 3313 of the IRS Building, 1111 Constitution Ave., N.W., 
Washington, D.C. Notification of intent to attend the meeting must be made to 
Robert F. Hilgen no later than 11/30/88. Mr. Hilgen may be reached at the IRS at 
202/566-4143.
WHITE HOUSE
Mary L. Schapiro has been appointed to be a member of the Securities and Exchange
Commission in a recess appointment made by President Reagan. Ms. Schapiro was 
nominated in September to serve the remainder of former Commissioner Aulana 
Peters’ term, which will expire 6/5/89 (see the 9/19/88 Wash. Rpt .). If Ms. 
Schapiro is renominated by President-elect Bush, she will face Senate confirmation 
at that time.
SPECIAL: AICPA COMMENTS ON SEC PROPOSAL FOR REPORT OF MANAGEMENT RESPONSIBILITIES
The concept of a report by management on the financial statements of its companies
was supported by the AICPA in a letter to the SEC. However, the AICPA said a
requirement for a management report on internal controls at this time would be
"premature." The letter, signed by AICPA Chairman of the Board Robert L. May and 
AICPA President Philip B. Chenok, was written in response to a rule proposed by 
the SEC to require that registrants include a report of management’s 
responsibilities in Forms 10-K and N-SAR and annual reports to stockholders (see 
the 7/25/88 Wash. Rpt.). A management report on financial statements "should help 
improve the public's understanding of the respective responsibilities of 
management and the independent auditor," the letter said. The letter also noted 
that the new form of auditor's report required by SAS No. 58, "Reports on Audited 
Financial Statements," was "adopted to enhance the public’s understanding of the 
independent auditor's responsibility. An appropriate management report on the 
financial statements, which a number of public companies already issue, will 
complement that recent change."
Regarding a management report on internal controls, the letter stated, "The 
Commission's release responds to only one of three recommendations on internal 
control made in the report of the National Commission on Fraudulent Financial
6Reporting (the Treadway Commission). The Treadway Commission called for a report 
by management on its assessment of internal control, but it recognized two other 
important needs: 1) A need for criteria to enable management and independent 
auditors to judge the effectiveness of internal control on a consistent basis, and 
2) A need for the Institute's auditing standards board to provide explicit 
guidance for an independent auditor's report on internal control on the basis of a 
financial statement audit." The letter said that the SEC proposal "does not 
establish criteria for evaluating the effectiveness of internal control. Without 
such criteria, management cannot make or report useful and reliable assessments of 
internal control effectiveness on a consistent basis." The letter urged the 
Commission to defer any rule on management reports on internal control until the 
Committee of Sponsoring Organizations of the Treadway Commission completes its 
project to develop internal control criteria. The letter also noted that the 
auditing standards board "is currently working to develop explicit guidance on the 
independent auditor's responsibility for reporting on internal control on the 
basis of a financial statement audit and when a management report on internal 
control is presented in an annual report to shareholders...The auditing standards 
board should be allowed to complete this project before the Commission issues a 
rule requiring a management report on internal control," the letter said.
SPECIAL: CONGRESS FAILS TO ENACT BILL ESTABLISHING BI-PARTISAN THRIFT COMMISSION
Congress failed to enact legislation to establish a national commission to examine
the problems confronting the thrift industry. Different versions of the thrift 
commission bill, S. 2653, were passed by the House and the Senate earlier this 
year (see the 10/10/88 Wash. Rpt.). The legislation died after being chosen as 
the vehicle for a last minute parliamentary maneuver aimed at enacting a broad 
bank-deregulation bill before Congress adjourned.
For further information contact Shirley Twillman at 202/737-6600.
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